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April 16, 1997

Ms. Kathleen B. Levitt
Dc~ Chief. Policy
Common Carrier Bureau
Pederal Communications Commission
1919 M Street, N.W., Room SOO
Washington, DC 20554

Re: Federal-State JQint Board on Universal Senrice. rc Docket No. 96·1 S,;,
QueJ1jpDS Rcuxdjnr HeaUh Care;

Dear Ms. Levitz;

This letter is a follow.up to an IX plJ1'r, visit to your office 04 April 10, 1997 by
Mary Henze ofBellSouth COIpOfatioD, MUVU1 Bailey ofAmeritech, Todd
SiJbcrgcld of SBC CommunicaI1oDS Inc•• and R.obert Shives, ofPaci& Telesis
Choup ("PacTeJ"), DOW a wholly own=! subsidiary ofSBC Commlmications Inc.
(collectivelyt the "Assembled Companiesj. This letter abo builds upon ideas
expm;sed in PacTel's IIXpllTl.lettezs to Elliott Maxwell datc1, March 21, 1997
(the "March Maxwell Letter") aDd Apri13, 1997 (the "April Maxwell Letter'')
(juintly the "Maxwell Letters') (copies attaehed). All ofthe contacts mentioned
above were made regardin$r the hea1thc:are aspect!: ofthe F,d.,.aJ·StatD Joint
Board Recommendation 012 Universal Service, CC Docket No. 96-45.

1. 'I'h8 Act Does Not ReqUire EqualiZQlion ofDistance Sensitive p,.ic:,s

During our AMllom meeting, the AsseInbled Companies auerte4 that 5eaion
254 of the Telecommunications Act of) 996 r'Actn) does not require distance
sonaitivc price equaJiutioll for rurcll aDd urban areas. We reiterated our position
that the Act only requires that rural health we customers pay a rate that is
reasonably comparable to an urban rate for telecommunications services necessary
to the provision ofhealth care. We also recognized that the FCC may not il¥fCCl

wit.h our lmanimous position. ThJ1s, while we cont1.o.ue to hold the position that
the COl omissionhils no aUlhortty to subsidiZe distaDce as a component of
a.W.1eving reasonable comparability ofn.te.I. ifthe FCC decides to do so, without
prejudice to any ofthe Assembled Companies rights to seek administrative or
judicinl review ofany deci,;on to .ubaidiu diatlmClC, we offer the follawing
pmposal as a reasonable means to ac.bieve the Commission's goal:
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A. QlIIIifiM Ruml Hath Cm PaMdcD should Only Be Snbsjdjzu
For COnnectign! To 1MNcsmt Urban Am

Wee the FCC to rcqwre distance equalizati01\ the maximum distance for which a
rural health care provider should be subtidiadwoWd be me c1i1tuee 1iom the
rural provider'5 facility to the narcst urban area. ForPQrPOKI ofour proPMal.
we WQuid define aD. urbu aIe& U any d1y that has I population of tweDty-five
thousand (25.000) or mote people. Such a limitationwould prot= aaainst an
otherwise natural tenckacy fOI a aubswuzed nn1 provider to request101eznedicinc
connections to far flung anw in warc.h ofthe: real or imagined "expert" in the
field.

Without such a limitation. all nnl health care providers could leek subsid1zatiOD
for big11 speed conn=ti.ons, for example, to tha Mayo Clinic in MiDnesota or

.Johns Hol'kins in Maryland, for tc1en:I~ ~ODSulratlODS. While both of1hc
institutions IIWltioned above, as well as any number ofotb.et udcfiDitive expert"
*ilities or imtitutiuWi. i.e.. ones that are rccoanized for excellence in cerWn
disciplines, can provicle services; it is equally clear that leu wcU mown and
acograpbical!y closer facilities can provide similar services. Ifsudl requests to
far fluna acognpbie looatiol\a were fully aubsid1zcd, the rural health cue fUDd
would have to be immeme.

Moreover, such subsidizationwoulddi~. heGl.th~ pJO'Viders in wban
settings, because JlTban providexs would DOt be ~lo to coucet to th, Mayo
Clln;c. John~ Hopkins or othw falaUties ofslm1lar standina, on a subsidized basis.
b wu not Congress' intent to make rural health care PJ'Ovidm better offtbaAmeir
urban~~ but to a1ford rural and urban health care providers comparable
access to telecommunications services DeCeliazy for health can:. SuCh a Ie3Ult is
facilitated by limiting the subsidy ofquaWicd. rutal health cue providers to
distances DO longcr~ thc ~ODDed101110the neateSt urban area.

B. 63sumjni Subpdiq;m Fox Qyalijjo48ma' PmYidm..sUQb
Su),,,idi7llion 8bD"lcl Be OnlY POt Mlle,,; Ip Ex,.. Ofn;

Ayrna' Urbap B*

AI noted in the Maxwell Lcttm, WDQJI health care pIOviders are by 110 nleem
exempted from d1s1ance charges in cmmection with the puxchue of.
telecomtnUDications services. Indeed- due to thc abcet sac afsome urban centers.
in many cases, some~h urban providers caD pay more in distaDee chantcs than
the~r similarly situGtcd rural QOUDlCtpartS. Accordingly. b1aDket subsidizationof
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tbe distaDQC SCOIWU.,.C prlccs tba1 qualified rural health care providers pay, even to
reaeh the nearest urban area, could result in major inequities between the urban
and rural providers.

To minimize the inequity, we propose that the distances eDCOunteted by urban
provldezs be factored iD.tO auy mllDdated rura1 subsidy. Sum a factot, ifdODe on a
stJde.by-state basis utilizine stIl.ewide averqins, would achieve the distance
comparability sought by 1hc FCC.

Urban providers who pay distance SCDSitive prices arc as geographically diapamte
as the boundaries ofthe cgmmwtitics that clefinc them as urban, rather than rural
ThC5C urban areas range from s.mall population centers ofDJIPfOximately twenty
five thousand people to large metropolitan areas. ThUs. a reasonable distaa.cc
factor should tab wau accouDt the po.DUal distance thargea paid by aD)' ofthese
urban providers. Accordingly, we.urge that the lQDPllllOaraphica1 dimeDGol1 af
each city with apopulati04 of25,000 or mare within a state,. be averaged together
to urive at that =te'5 "standard urban milcap" ftgUle. This dJ1U1 wowd be
representalive ofmileage charges paid by a state's urban providi:rs for dista4cc
ICDSltivc services. It 'Would be the threshold distance above which a qualified
rural provider could receive a subsidy.

For illustrative purposes, we incl\lde the folluwing c:xample,

A qualified rural California provider wishes ta conuect to another facility
100 miles away using a distance sensitive service, for exemple a. T-l,
which is assumed to be identically priced at S2S per mile per momh for
both nual and urban arcu (plus additional DOn-distancc semitive recurring
charges). ExcludiDa the non-diltanQe sensitive recurring charps which
are identical for rum1 aDd urban providcn, ordinarily. such aservice would
col\t the qualified provider $2,500 Pel month.

For this example, the distance to the providers nearest urban area (defined
as a population center of2S.000 or more) is 60 rniles_ Moreover, the
standard utbaD mileqe fiaure far Califomia has beenp!CVlously
determineci to be 10 milOl.' ThUS; SO m.ilca a£the qualUled provider's 100
mile distance is eligible for subsidy (66-10-SO). AecordiDgly. the
qualified provider pays $1,2S0 permonth (S25J.a1ilc x 50 miles) and th=
earricr obtains the reimbursement from the Fund for the remaining SI,250
pet month.
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A key S1leDgtb of our proposal is il11.lS1mted by tba example noted above. The
qualified rural health care provider ~uld choose~ conned anywhele. not just the
nearest urban mea. however, it will nceive USF support based allly on the
diltenee tel the DCUeSt u.d:Mu1area. ChoollnS toCO~ tu a cloSCl urban area
would reduce the amount that the health care provider iueJfhal to pay. but it is
not mandare<l to do so. nus, the provicl8r has aD iJ:lcentive to make raU01UlI
te1eccmmUDica1ions c.hoicea and the flexibility to make deci.sioDl baa" 011 criteria
not entirely economie. Moreover, there ue any number ofncn..mstaDce sensitive
sll"ricec that cou1cl be utilized iA lieu ofT-1 whWh could ia.c1'caae 1h1s flexibility
without impaetins the Fund. &I. April Maxwell Letter. Inconclusion. we feel
that our proposal Will mjnimia tb& iuq)act upon the Fund, while mcctm&~
needs of qualified 1Ural health care providers.

2. TIt, Cornmissicm ShouldNol MllI'I/lme InfraslnlCIUl'Il Buildollls.

We would. also like to c;omment further on a aecond point we discussed in our
April 1Oth meeting. We stAted that the Commiuicmeould not m.ndate
infrastructure buildolltS for rural health care providers because. Imoug other .
things, th~ A~ doeInot suppon sud1 a mancIate. We also poiuted out that
covering buildouts wuitr the F=d is not compcUtivcly neutral and that curreDt
network inV'CItmCDt is mfflcieat CO meet demand. S= Marc:h Maxwelllctter at 7
8 for a fuller exposition ofth... I81ieDt points.

PiDally, as also described in the March Maxwell letter aDd spin at the April 10th
meetinI. it is our position that the Commjuion cannot IDIDdate buildouts l:tcoauc
it would not be "economically reuon1ble" to do so UDder Section 2S4(h)(2)(A).
CommiuiOl1 precedent supports our a»nclusion. IDdcc:d. the Commission's recent
order in the Infnlmw;tnn; Sbarini docket intetpreted a sintilar "economic
reasonableness" clause iD. Section2S9(b)(I) ofthc Act and concluded that under
Section 259, "no incumbent LEe should be required to dev.10Pt purcbaae or
install network in!ras1ructurc, teehnoloQY. facilltiea. or functicw... when such
wumbeDt LEe baa not otherwise built or acquired, and 40es not intead to build
or acquire, such elements." IQmlmnsnt.t;jQP Qt Infi:'!V"StuDl SbaripK Pmyjsions
in the -feles;pmnnmjeatjoDS Act of 1926. CC DocketNo. 96-237, RfpQrt " Qrdu,
FCC 97..36, '96 (re1. Feh. 7. 1997); a=almfoJisiq aod Bull., Omceminl
Oges! ScM" AsseS!! IUd Po Iclc;bgne CmnponJltiQR, CC Docket No. 91
35. Memonndum Opinion aod OIde, DA 96-2169, peru. 4, 1, 9 (rei Dec. 20,
1996) (Requirements that are "prohibitive.II "unnecessarily coStly" or impose
"significant costs" are not economically reasDDablc).
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Because it would be "economically unreasonable" to mmdate buildouts, the
Commission should not mandate them in the hc:a1th W1R context. Ifthe FCC does
require buildouts in some situatiODJ, each such buildout must first be put to~
ueconomic reuonablcncas" test before a carrier is rc;quircd to cury it out.

1"hank you for your attention to our concerns.

Robert A. Shives, Jr.
Senior Counsel
Paci1ic Tdelis Legal G

Marvin Bailey
Director ofFedcal Rclati
Amcritcch

~~ Sarah \VhitcKll
Timothy Peterson
E1liOlt~

~d!-/~~
Assistant Director-Policy Analysis
Bel1South Corporation

TOC1c1 F. Sllbcrgelcl
Director. Federal Regulatory
SBC Communications. Inc.
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PACIFICtl TELESIS
Legal Group

Elliott Maxwell
Deputy Chief
Office of Plans and Policy
Federal Communications Commission
1919 M Street, N.W., Room 822
Washington, D.C. 20S54

Re: Federal-State Joint BOQTd on Universal Service, CC Docket No. 96-45:
OuWiQPs~C-.lare _

Dear Mr. Maxwell:

We arc submitting this second letter to follow up on our ex pa1'le meeting with you last
mOWltb regarding the health care aspects of the Fede,al-Slate Joint BotJ1d
Recommendation on Univ"sal Service, CC Docket No. 96-45.

When we met with you, we statecl that the Commission should not equalize the distance
sensitive charges paid by rural and urban health care providers. Rather, we stated, there
is an important distinction between the prices rural health care providers pay ..• that is, the
bottom line figure on their bills -- and the "atls they arc charged for an increment of
service. In our view, if an. urban provider pays a rate of$10per mile for a distance
sensitive service, the statute's onJy requirement is that a rural provider pay the same $10
per mile rate and pay the same additional non-recurring charges as does an urban health
care customer.

We agreed, however, to provide you iDfonnation regarding actual distance factors for
urban customers. In large urban areas suth as the Los Angeles and San Diego
metropolitan areas. health care providers pay for distances which may be as long or even
longer than certain rural customers might encounter.

0159938.01
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The following are actual examples ofwhat one very large Pacific Bell health care
customer pays in T-1 distance charges in the Los Angeles and San Diego areas~

Loeation Milela' Mileap Add'. Total
eha... Recur'. ChiS Chl/Mo.

Woodland Hills ..- Panorama 33 miles S25/milex 5350 -+- S125 = $1,300
City (Los·Angeles Cowny) 33 miles ::: 5825 $475
Santa Monica - Riverside 51 miles S2S/mile X $350 +$125::: 51,750
(Los Angeles County - San 51 miles = $475
Bernardino County SI,275
San Diego City ... Vista 28 miles S25/milex 5350 + $125 = SI,17S
(San Diego County) 28 miles = S700 $475

Thus, urban health care customers in large states 'lNith sprawling urban areas such as
Califomia may encowuer fairly significant urban distance sensitive charges. If the
Commission attemptS to equalize urban and l1B8l distance sensitive charses, it must do so
based on a realistic view ofthe distances charges actual urban customers pay. The FCC
must not assume that urban customers all face short distances and adjust the rural
distances accordingly. If it does so, it will be ignoring the facts faced by the Los Angeles
and San Diego customer described in the chart, and malcing rural health care customers
bet,er offthan their urban counterpans.

It was clearly not Congress' intent to/avor rural customers over urban ones. Ifan urban
customer in California pays for 51 miles of distance - as does the actual customer
described in the table -- a lW'al customer should pay for no fewer miles than does the
urban customer. Indeed, iithe FCC eliminates distance-sensitive differences between
urban and rural customers, rural customers ina state should pay no less than the greatest
distance faced by any urban customer in that state. Ifthis does not occur? rural customers
will be better offthan urban customers, contrary to the intent ofthe statute.

Of course, ifa health care customer wishes to use ISDN seIVice, which is the
predominant service used for telemedicine in California, that service is billed at far lower
rates than are T-1 lines.

I The prices quoted in this 1ttter arc based on our CeneralJy available tariffed rates. The Vall majoriry of
our .heaIlh care customers buy Ul.&i.r str\liccs OUt of the wlffs.

0159938.01
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You also asked us to furnish you with figures on the number of ISDN lines in Pacific BeU
territory. The nwnbers are as follows:

Year Number of ISDN Liats
1994 25,683
199~ 57,695
1996 .. 108,765
1997 (as ofFeb. 28, 1997) 116,362

Pacific Bell currently has approximately 16 million access lines, ofwhich approximately
10 million are residential access lines.

Please contact one ofus ifyou need any further information. Thank you for your
continued anention to our concerns.

Respectfully yours,

J~4L?~
~arah R.. Thomas
Senior Counsel
(415) 542-7649

cc: Lygiea Ricciardi
Astrid Carlson

0159938.01

E(Je;;;t~SJtl/~~).fA .J
Sebior COUDSeI / /;, C'1l
(510) 355-4028 ~14v
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$11,11 II. TIlom"
Senior tcuftlll
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March 21, 1997

Elliott Maxwell
Deputy Chief
Office ofPlans and Policy
Federal CommunieatiODS Commission
1919 MStreet. N.W., Room 822
Washingtollt D.C. 20554
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PACIFICDTELESIS .•
legslGroup

Re: FedertJl-Sttne Joint Board on Universal Service, CC Docket No. 96-45:
Qyam p&prdina Hca1tlU:are

Dear Mr. Maxwell:

We write to follow up on our expOTt. meeting with you earlier this month, and to provide
further support fOI Pacific Telesis Group's recent comments on the health care aspects of
the FederaI-8tate Joint Board Recommendation 01'1 Universal Service. CC Docket No.
96-45. We make the following points:

• One size does not necessarily fit all. The Commission should not mandate a certain
transmission speed, such as T·l speed, as a required minimum.

• ISDN and other sub-T·l speed services work very well for telemedicine projects in
California. We describe several ofthese projects in detail below.'

• The Coinmission should not equalize distance-sensitive costs in.curred by urban and
rural health care customers.

• The Commission should not mandate infrastructure buildouts as part ofits decision
on the health care aspeets ofunivetsa1 service•

••••••••••••••

I We~ from our lDeeting with you that you lie familiar with Pacific Bell's
CallEN propam. When CalREN funding began, project fUnding recipients were
offered any amount ofbandwidth and, with the exception ofacademic institutions
who selected ATM speed, the teeipients selected ISDN speed as adequate. None
believed that a higher spMd was a requirement for health care delivery. Some of
these CalREN projects are highlighted here. We would be happy to supply more
infonnation on any ofthc projctts outlined herein, or CalREN, ifyou feel it
necessaxy.

OU921~.Ol
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1. One size does not necessarilyjiJ all

The Commission should not mandate a m1ain transmission speed, such as T..}speed. as
a required minimum speed for all lines provided to health cue provideJ:s as part ofthe
universal service program. Instead, carriers should have a choice in determirUng the level
ofservices~~ deploy to health care providers, as long as they can deliver certain
essential services, described below. The carrier's choice is imperative in order to guard
against unreasonable demands from umeasonable customers whose unchecked reques1S
could require the carrier to incur unreasonable expenses to build out facilities where
reasonable altmlatives already exist

1ft as in Pacificts case, the carrier can demonstrate that a slower speed or less robust
capacity, such as ISDN, meets the needs ofthe provider, then it should be allowed to
provide this service. If, on the other band, it makes more economic sense for a carrier tQ
daploy faster lines, such as T-11ines) the carrier should have this option., so long as the
health care provider r~cives essential servioes. Such a rule would recognize that
different relions arc expanding their telecommunication in!rastructures indifferent ways.
In California, ISDN is deployed throughout the state. In some states, on the other hand,
T·l has been deployed in the preponderance ofthe state.

Because ofthese regional differences, we believe that there should not be 8. nationwide
standard.; rather, the mandated level oftransu:Ussion speed should be the service currently
deployed in each individual region. This is the most competitively neutral result: the
Commission should not mandate a system that favors one type ofservice or technology
over another; rather, as you indicated in our u:parte conversation earlier this month. the
Commission should permit any transmission speed up to T-l (1.54 Kbps).

In this reaaM, we believe the Commission should focus on whether certain essential
services can be delivered to patients using telecommunications. rather than focusing on or
dictating me technology used to deliver the services. In our view, the essential services
available to rural patients and providers should consist ofthe foUowing:

• Health care provider-to-patient communication over telephone lines to allow
te1econsultation.

• Capability to send and receive data and medical images such as x-rays.

• Patient examination and counse1in& using e1eeuonic instruments such as electronic
stethoscopes. ophthahnoscopes, otoscopes and EK.Gs.

01$9115.0J
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• Ability to ttansmit electronically the results ofexaminations conducted by the
foregoing elcc1rOnic ins1nJmeots to assist the health care provider stationed at tM
remote tnd with diagnosis.

We recommend that the Commission periodically update this list of"essential services,"
so that it reflects what telemedicine projects and health~ aetUa1ly need and usc. A
process ofperiodic reevaluation will help the Commission urecalibrate" its requirements
to reflect actual practice in telcmedicine projects around the countx)'.

In support ofour position that the Commission should permit any transmission speed,
including ISDN, we would point out that in a survey of 84 telemcdicine projects
nationwide, it was found that 62 Were using sub-T-l speeds, ISDN or POTS lines. We
believe that even in some states where 1-1 is cited as the preferred transmission speed,
the entire trunk is not used; rather, only a fraction ofthe T..1 is used.

The following are data reflecting transmission speeds used by telemedicine projects
around the nation.2

TrallsmissiOD Speed Number ofLocatiolll

Tl 22
1/2 Tl 12
114 Tl 25
ISDN 14
POlS 11

2. Speeds less thtm T-l speed work wellfor telemedicine in CtilifornilL

In California, telemedicine projects are using predominantly ISDN speed and some
fractional T·1, with the exception ofleading academic institutions experiDumting with
ATM Cen Relay for reseuch PUlpOses. What follows are examples of successful

2 Soutee: Telemedicine Today, as reprinted by The American Telemedicine Association.
Note that this source does not include ATM or switched S6 speed, both ofwhich we
describe in this letter. Switched 56, which operates at half the sp_ ofISDN, bas
been used successfully telcmedical1Y in three oCtile projects we describe in this
letter. (See our descriptions ofthe Udkoff, Western Consortium and Heger projects
herein.)

01S9Z1S.0J
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California tclernedicine projects working with fir less than T-I speed. We must caution
that these descriptions are based on our best information about the projects described, aDd
that any coafinDation oftbis information or further inputmust be obtained from the
projects themselves.

• Telem,dicine Emergency NeuroSUl'gtCQl Network ("TENN j1. The Sutter Solano
Medical Center is a community hospital that provides medical care to the Sutter aDd
Solano County region's residents, as the region. is without neurosurgical care. Dr.
Paul Chodtoff, a neurosurgeon at John Muir Medical Center in Walnut Creek.
developed the Tclcmedicine Emergency Neurosurgical Network ("TENN"). Should a
patient be brought to Solano Mec!ical Center with a neurological emergency. Dr.
Chodroft'or one ofthe other ncurosW'scons available 24 hours. day can immediately
review digitally transmitted CT scans to determine ifthe patient can be treated
locally, or needs to be transported to John Muir.

The attending physician at Sutter initiates standard telephonic contact with the
neurosurgeon ··on call" and the CT images are sent via ISDN lines to the specified site
on the receiving network. The TENN is comprised of10 Macintosh computers
placed in either a participating neurosurgeon's home, office or hospital. CT images
or MRls are transferred across digital lines infoW' minutes.

One recent suceess ofthe TENN project is the stoI)' a young girl who was injured in
Solano County and brought into the Medical Center for evaluation. Prior to the
lENN project's initiation. she would have been automatically airlifted to John Muir,
as diagnosis would not have beeD possible from a remote location. Because ofthe
TENN project, the CT image was transmitted to John Muir where the doctors noted
that this patient woklddie ifshe experiencsd increasedaltitwk - somethiDg the
doctors in Solano County could nothave known. The TENN project literally saved
this young girl's life, by avoidingan airlift. As oflast year. the TENN project bad
actually avoided the cost ofthirty transports costing $4,500 each.

• Department ofMental Hem,h. Rivernds County. The Riverside County Mental
Health DepartJnent is conducting apsychiatry program USUla ISDN. Emergency
room psychiattists give telephone consultations, supervision ancl direction to non-MD
mental health workers in c.linics, jails and ouueach services. Video-confcrencing
tochnology is used for psychiatrists to provide face-to-face patient assessment and
treatment. The project has seen a decrease in the need to bring rural patients to urban
physicians. The services provided include ttiage, crisis evaluation, and initiation and
continuation ofpsychiatric treatment for selected patients.

OlS9215.01
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• Western Consortium/or Public Healrh. The Western Consortium for Public Health is
conductin& a teleconferencing and remote-access demoDStration project in California.
Eleven out of58 counties in the s1ate ale $0 geographically isolated that the .state is
chartered with providiq public and enviromnental health services. Public health
nurses are stationed in the isolated communities to provide these setviccs. The nurses
need the ability to provide public health services to their rural clients and also stay. in
elMe con13ct with theif supervisors in Sacramento. In addition to demoDStrating the
effectiveness ofte1ehealth and telemedicine, this project is also demonstrating the
effectiveness ofremote dam enuy/access via pen-based computing. The
communications network. uses ISDN and switehecl56 Kbps seM(;C.

• Remote diagnosis ofabused children. In 1993, Pacific Bell helped to fund a project
which enabled the remote diagnosis ofabused c:hlldren. Still in operation today, the
University ofSouthe.m Califomia's Center for the Vulnerable Child Pro.,-am1iDb to
distant desert locations using telemcdicine lor remote examination and diqnosis of
children in rural areas in cases where physical or sexual abuse is suspected. Hi&b
speed ISDN and switched S6 Kbps service support multimedia te1eeonsultation
allowing diaanosis, treatment and exchange ofmedical data. This project continues
under Astrid Heger, M.D.

• Lynon Gardens. Lytton Gardens is another successful telemcelicine project which
began with Pacific Bell CalREN funding_ It is, to our knowledge, the only sldlled
nursing facility using telemedicine in the nation, and is linked telemedically to
StaDford University. The project utilizes 6 ISDN lines, and uses 512 Kbps for video
with two lines left for data transmission. Stanford University's Liver Transplant
Service is just one ofthe Stanford Medical Center departments using te1emedicine to
follow post-operation patients who are discharaed nom Stanford to Lytton Gardens
following liver transplants. Other deputmCD1S within Stanford using te1emedicine
include the vascular, plastic surgery aDd dermatology. We believe the involved
doctors consider the ISDN txmsmission to be ofdiagnostic quality.

• Stanford Medical Center', Community Outreach p1"oject. Stanford's Community
Outreach project is a telemedicine project wbieh includes two other participants, the
Drew Health FOWldation and the San Jose Medical Group. The uniqueness ofthis
program lies in the fact that urban East Palo Alto patients ave always bem refemd
to Stanford, but have often been unable to keep appointments because ofthe two hour
bus ride required to travel the short distance to StaDford. Now, these same patients
come to Drew Health Center instead, link up telemedically over ISDN lines with

015911s.o1
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Stanford. and keep their appointments. EEGs and ultrasound test results are
frequently transmitted and cardiology and dermatology ate practiced - all via ISDN.

• Tel,nzdioloD Network in VenturQJ California. Dr. Ranon Udko1fin Veatura
established a successful te1eradiology network involving four sites using switched 56,
whichop~ at halfthe speed ofISDN. As the MIl pRCtice has grown, Dr.
Udkoffhas upgraded to 128 Kbps sent over frame relay. Dr. Udkoff considers
images sent over 128 Kbps with zero compression to be perfectly adequate for a busy
MRl center.) We were informed ofan ex1taOrdinal'y example ofthe network's
effectiveness when it was still at switched S6 speed. A29-ycar old MIl woman gave
birth to a healthy baby. A week later the woman was rushed to the hospi1al with
headaches and visual problems. An. MRl was scheduled and the results were scanned
to Dr. Udkoff70 miles away. as there was no radiologist available in the rural
hospital to which the patient was admitted. Within thiny minutes the ima&CS had
been transmitted over a switched 56 line to a filmless teading station. In this case. an
unnecessary admission was avoided, as the patient's condition was not scnous.

3. The Commission Should Not Equali%e Distance Sensitive Pricing

We believe there is an important distinction between theprices roral health care providers
pay - that is. the bonom line figure on their bills - and the rates they are charged for an
increment ofservice. In our view, ifan urban provider pays a 'ate of$10 per mile for a
distance sensitive service, the statute'$ only requirement is that a rural provider pay the
same $10 per mile rate. It may be that1he price the rural provider pays is higher \manse
it is more distant from the central office than is the urban provider. but so long as these
rates are equalized, the carriers have satisfied the AJ:t's requirements. In other words, a
rural health eate provider that is 100 miles from the nearest ceuttal office should Dot pay
the same distance-sensitive net amount as an urban provider that is two mUes from the
central office.

We arl! mindful ofthe questions you raised reprdiDe distaD" equalization during our
recent expQl1e contact We will be sending a faJlow-up letter shortly which identifies
large distance factors for urban customers.

J Dr. Udkoffis willing to offer a testimonial should I. member ofthe Commission be
interested inspeaking with him.

D1S~U.Ol
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4. The Commission Should Not Mtmdate Infrastructure Butld.Ouu

We stm1Uously object to the loiGt Boord's recommendation to me extent it assumes that
Section 254 requires carriers to buildOwl their facilities to serve customers not eurrently
scrYed.~ interpretation would ~ll the fund 10 insupportable levels, is unnecessaty
given current industry initiatives and build out ~ules, would czatc~t1yes for
carriers to fiiiance infrastrUcture expansion from the universal service fund, and is
in~.onsistent with the statute.

In addition to being exorbitant, requiring carriers to build out their networks by
regulatory fiat may be tmneeeswy. Camers olrcady have aggressive bUild out plam, and
are also engaged in private: initiatives to bring telemedieine and other services 10 urban
and rural health care providers, as well as other customers. There are currently over 130
telemedicine projects listed on the Telemedicin.e 1DformauoD Exehanac CrnE; Web
Pal~ which covers the entire nation. Tho AmericanTelemedicine Association lists eight
telemedicin& projcm in CalifoInia, which Is tied With Pennsylvania and North Carolina
with the areatest number ofprojects in the COUD1ry. Californiahas other telemedicine
projects which are not included on the TIE page because commercial projects are not
tracked in the same way government projceta are monitoml There uc at least ten
projects in California that we are aware of. more than uy other state. In addition. recent
legislation passed in California tCClWres reimbursement oftclcmcdieine expenses just as
with faee-t,o.face exams~ we believe th;s law will stimulate demand for telcwc:dicinc, and
that the marketwill respond to this demand on its own. Build outs will not be necessary.

Furthermore, it is bad public policy to subsidize Iaqc network upgrade projects with
universal service dollars. Those carriers that have already built out their networks will be
penalized by havins to C\Lbcid.iz.e 1hosc that have not amd seck to do so with universal
service funding. In some cases. caaiers will be fundina build outs oftheir own
competitors. Moreoveft inftasttuetute build outs inevitably will be used for applications
other than health care. However, onc.e universal service fund d.ollln arc spent un such
uppades, it will be difficult to reclaim them when cmiers begin usina new inCrastructure
for other uses.

MOIeover, nothing in Section 254 requires consttuetion ofinfrastructure in order to brina
services to rural h!Slth eare providers. The Joint Boaed II.ppCUS to rely on section
2S4(h)(2)(B) ('The Commission shall establish competitively neuttal Nics ... to define
the circumstances UDCb' which atelecommunications camet mtl)I hi requit,d to connect
its network to ... public institutional teleeommunications users."). (Emphasis aulded.)

Ol!9215.01
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However, Section 2S4(h)(2)(A) makes clear that any requirement that a camer "connect
its network to ... public institu1ioDal telecommunications users" must be (ieclmically
feasible tmd economically reasonable." (Emphasis added.) It is not ~omically
reasonable to require ca:aicrs to build out entire new networks - at high speeds •• to IUJ:a1
areas in order to bring telemedicine to NrI1 hospitals! Nor is such a requirement
"competitively neutral" (47 U.S.C. §2S4(hX2», as it is p1'Obable that the burden ofsuch
construction..would fall disproportionately on lLECs and carriers of last resort.

An across-fhe..board buildout requirement \\'ill subvert the economic reasonableness
requirement ofSection 2S4(h)(2). Because ofthis requirement, the Commission must
either devise a process for individual determiDations oftha economic reasonableness of
individual buildout decision~ or prohibit buildouts altogether.

Moreover, even ifthe Commission olders buildouts, it should not order.overbuilds where
there are existiDe facilities. Facilities-bued competition should not be funded from
scarce universal service dollars.

Finally, Sec:tion 2S4(c)(l) requires the Commission to consider the extent to which
services "ate being deployed in public telecommuni~oDS networlcs by
telecommunications camers" in determiDiDg their eligibility for universal service support.
By definition, services which require build outs are not already "being dcployed.n
Because the health care provision of the statute does not state that Section 2S4(c) is
irrelevant, Section 254(h) must be read in conjunction with the limitations in Section
254(c) so as to limit the range ofservices that will be tunded by seuce universal service
resources.

4 Se~ In the Man,r ofImplementation ojInfrast1uctul'e Shoring Praririons in the
T,l.communicdtions Act of1996. CC DocketNo. 96-237. FCC 96-456, , 20 (ret
Nov.~ 1996) ("In determhung what is economically umcasonable. we tentatively
conclude that DO incumbentLEe should be required to develop. purcbue. or install
network infrastructure. teChI1ololY. facilities or fimctions solely on the basis ofa
request from a qualifying carrier to share such elemeAt3 when such incumbent LEe
has not otherwise built ar acquiRd aDd cloes not imcnd to build or acquhe such
elements"'.
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We appreciate your attention to ourcon~.

Respectfully YOuls,

,yvv~Jl.,7Z~
Sarah R. Thomas
Senior Counsel

CC~ Lygiea Ricciardi
Astrid Carlson
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Senior Counsel '
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